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INTRODUCTION

This matter comes before the Public Service Commission of South Carolina ("the

Commission") on an Application for approval of a new schedule of rates and charges for

water and sewer services ("Application") filed by Tega Cay Water Service, Inc.

("TCWS" or the "Company"). At the outset, the Commission notes that this rate

proceeding presented extremely difficult issues with regard to the balancing of the

interests of the ratepayers in receiving quality service at an affordable cost with those of

the Company in receiving sufficient revenue to cover expenditures and provide a just and

reasonable return. As will be discussed later in this order, the Commission has made its

ruling based upon the facts presented in the record of the case and within the parameters

of its authority as defined by the statutes and regulations governing public utilities and

the decisions of the Supreme Court of South Carolina, most notably the Court's holdings

to the effect that a utility seeking rate relief is entitled to a presumption of reasonableness

as to its proven expenditures. The Office of Regulatory Staff has fully audited the

expenditures of the Company and recommended, in its proposed order, that the Company
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be grantedadditional revenue. The Commissionherebyadopts,in their entirety, the

recommendationsof theORSwith regardto theCompany'sratesandcharges.

TCWS is a National Association of Regulatory Utility Commissioners

("NARUC") Class B water and wastewater utility. TCWS provides water and

wastewaterserviceto certainresidentsof TegaCay,which is locatedin York County.

According to TCWS's Application, waterdistribution serviceswere providedto 1,739

residentialandcommercialcustomers,andwastewatercollection andtreatmentservices

wereprovidedto 1,716residentialandcommercialcustomers.

This matterwas initiated on August 8, 2012, whenTCWS filed anApplication

with theCommissionfor theadjustmentof its ratesandchargesandfor modificationsof

certaintermsandconditionsfor theprovisionof waterandsewerserviceto its customers.

SeeS.C.CodeAnn. § 58-5-240(Supp.2012). By its Application,the Companysought

anincreasein annualwaterandsewerrevenuesof $665,518.

The CommissioninstructedTCWS to publish a preparedNotice of Filing in a

newspaperof generalcirculation in the areasaffectedby TCWS's Application. The

Notice of Filing indicated the nature of the Application and advised all interested persons

desiring to participate in the scheduled proceedings of the manner and time in which to

file appropriate pleadings for inclusion in the proceedings. In the same correspondence,

the Commission also instructed TCWS to notify each customer affected by the

Application. TCWS furnished the Commission with an Affidavit of Publication,

demonstrating that the Notice of Filing had been duly published, and with a letter, in

which TCWS certified compliance with the Commission's instruction to mail a copy of
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theNotice of Filing to all customersaffectedby theApplication. TheCommissionissued

aNotice of Filing andHearingin this matteronAugust17,2012,settingthismatterfor a

full hearing before the Commission. Originally scheduledfor January3, 2013, the

hearingwassubsequentlyrescheduledfor January8, 2013.

matter.

No partiesintervenedin this

On September12,2012,the CommissionissuedOrderNo. 2012-719grantingthe

requestof SenatorRobertW. (Wes)Hayes,Jr. for a localpublic hearingandorderedthe

CommissionStaff to schedulea public hearingin this case. Under this order,a public

hearingwassetandnoticedby theCommissionto beheld in theGlennonBallroomatthe

TegaCay Golf & ConferenceCenter in the City of Tega Cay on December3, 2012.

Hundredsof peopleattendedthe hearing,andthirty attendeesappearedaswitnessesto

provide testimonyand documentaryevidence,including StateSenatorWes Hayesand

StateRepresentativeRalphNorman. Publiccommentsrangedfrom generaloppositionto

higher ratesto presentationswith pictures of sewer systemoverflows, loosemanhole

coversandbrokenpipes. Tr. at 33 - 68. Severalcustomersalsorelatedspecificincidents

of seweroverflows in their residencesand their difficulties in gettingcompensatedfor

damagescausedbyback-upsin the Company'ssewersystem.Tr. at 89, line 20 to pg.96,

line 22and103,line 5through109,line 3.

Betweenthe filing of the Company'sApplication andthe dateof the hearing,the

SouthCarolina Office of Regulatory Staff (ORS) conductedon-site investigationsof

TCWS's facilities, examined TCWS's books and records and gathereddetailed

informationconcerningTCWS's operations.



DOCKETNO.2012-177-WS- ORDERNO.2013-79
FEBRUARY 13,2013
PAGE4

On January 8 th and 9 th, 2013, a hearing concerning the matters asserted in

TCWS's Application was held in the Commission's hearing room located at Synergy

Business Park, 101 Executive Center Drive - Saluda Building, Columbia, South

Carolina. The Commission, with Chairman David A. Wright presiding, heard the matter

of TCWS's Application. Scott Elliott, Esquire, Charles L.A. Terreni, Esquire, and John

M.S. Hoefer, Esquire, represented TCWS. Jeffrey M. Nelson, Esquire, and Shannon

Bowyer Hudson, Esquire, represented ORS. Randall Dong, Esquire, served as legal

counsel to the Commission.

At the beginning of the merits hearing, the Commission heard testimony from

seven public witnesses. Included in the testimonies from the public witnesses were

complaints regarding the cost of on-line bill paying (Tr. 239-240), inoperability of the

Company's web site (Tr. 238-239 and 242), complaints regarding the condition of the

Company's lift stations (Tr. 229-231), concerns regarding lead levels in the water (Tr.

225-227), sewer overflows into Lake Wylie (Tr. 210, 214, 231), and the Company's

failure to notify customers when boil water advisories are issued and lifted and when

work is scheduled to be performed on the sewer system (Tr. 215, 217-218, 232).

After the conclusion of the hearing, TCWS moved to strike from the record of the

case a substantial portion of the presentations and testimony offered by the witnesses at

the December public hearing in Tega Cay and by the members of the public who testified

at the January merits hearing in Columbia, We have fully reviewed the Company's

motion and considered the arguments presented therein, but we decline to strike the

disputed materials from the record. As the recognized expert designated by law to make
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factual determinationsin utility cases,we believe that the Commissionhas broad

discretion to admit public testimony into evidenceand to determineits appropriate

weight.

TCWS presentedits casein supportof the Application throughthe direct and

rebuttal testimoniesand exhibits of PaulineM. Ahem, Principal of AUS Consultants;

Dylan W. D'Ascendis, Associate of AUS Consultants;Patrick C. Flynn, Regional

Director of Utilities, Inc.; Steven Lubertozzi, Executive Director of Regulatory

Accounting and Affairs for Utilities, Inc. (no exhibits); and Karen Sasic,Director of

CustomerCarefor Utilities, Inc. TheCompanyalsopresentedtherebuttaltestimonyand

exhibitsof KirstenMarkwell, Managerof RegulatoryAccountingfor Utilities, Inc.

ORSpresentedthe direct andsurrebuttaltestimoniesand exhibitsof ChristinaL.

Seale,ORS Auditor; Willie J. Morgan, Program Manager for the ORS Water and

WastewaterDepartment;andDr. DouglasH. Carlisle,ORSEconomist.

Ms. Ahem provided testimonyon behalf of TCWS concerninghercalculations

regardinga fair rate of return, including a commonequity cost rangeof 10.80%to

11.30%,capital cost rate and capital structureand rendered her opinion as to an

appropriaterateof returnonequityfor TCWSon itsjurisdictional ratebasefor waterand

sewer operations. Mr. D'Ascendis provided testimony on the capital structure of

TCWS's parent company,Utilities, Inc., and long-term cost of debt. Mr. Lubertozzi

testified as to TCWS's Application in general,the Company's requestedrates, and

adjustmentsmadeto the incomestatementandratebase. Mr. Flynn providedtestimony
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concerningTCWS's operations,maintenance,and systemimprovements. Ms. Sasic

testifiedregardingtheCompany'scustomerserviceandbilling•

ORSpresentedthe testimonyof Ms. SealeconcerningORS's examinationof the

Application andTCWS's booksandrecords,as well asthe subsequentaccountingand

pro forma adjustmentsrecommendedby ORS. Mr. Morgan provided testimonyon

TCWS's compliancewith Commissionrules and regulations,ORS's businessaudit of

TCWS's water and wastewater systems, test-year and proposed revenue, and

performancebond requirements.ORS's final witness,Dr. Carlisle, providedtestimony

regardinghis analysis,methodologyand opinion in establishinga fair rate of returnon

equity (ROE)for TCWS. Heconcludedthat 8.48%wasa reasonablelow point andthat

thetop endof his rangeshouldbeno morethan9•98%.

Ms. Ahem provided rebuttal testimony regardingDr. Carlisle's recommended

ROE range,growth proxies in his DiscountedCash Flow Model, his assessmentof

TCWS'srisk andhis applicationof theComparableEarningsModel. Mr. Lubertozziand

Mr. D'Ascendisalsoprovided rebuttaltestimonyregardingDr. Carlisle's testimonyon

thelong-termcostof debt. Dr. Carlislerespondedvia surrebuttaltestimony.

Ms. Markwell and Mr. Flynn provided rebuttal testimony regarding certain

portionsof the testimoniesof Ms. SealeandMr. Morganrelatedto specificadjustments.

Ms. Sealeand Mr. Morgan filed surrebuttal testimony on issueswhere there was

disagreement.

Lastly, Ms, Sasic filed rebuttal testimony agreeing with Mr. Morgan's

recommendationfor delinquentaccountsand disagreeingwith his testimony that the
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Companyis out of compliancewith the Commissionregulationon the bill form. Ms.

Sasicattachedan exhibit to her rebuttalshowingthe reverseside of a customerbill to

provethe Companyis in compliance.Mr. Morganfiled surrebuttaltestimonystatingthat

ORShadbeenpreviouslyprovidedonly thefront sideof thebill.

As noted previously,in consideringthe Application of TCWS,the Commission

musttakeinto accountcompetinginterests;the interestsof thecustomersof thesystemto

receivequality serviceand a quality product at a fair rate, aswell asthe interestof the

Companyto have the opportunityto earna fair rate of return. The Commissionmust

give due considerationto TCWS's total revenuerequirements,comprisedof both the

opportunity to earn a fair return on equity, as well as allowable operatingcosts. To

accomplish this, the Commission must review evidence admitted into the record

regarding the operating revenuesand operating expensesof TCWS, and determine

adequateand reasonablelevels of revenuesand expensesfor the Company. The

Commissionmust also establisha fair rate of return on equity basedon the record

establishedin this case. If therecordestablishesthat a rate increaseis warrantedfor the

Company,the Commissionwill set rateswhich arejust and reasonableand free from

unduediscrimination.

As statedbefore, this casepresentsthe Commissionwith extremelydifficult

choices. We heardplainly through the testimonyof dozensof public witnessesand

hundredsof lettersof protest,the complaintsof theratepayersregardingboththecostand

quality of service provided by the Company. We sympathizewith and take into

considerationthe concemsexpressed. However, the Companypresentedobjective,
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quantifiableevidenceof its expenditures,and suchevidencehasbeenfully auditedand

verified by the ORS. The SouthCarolinaSupremeCourt, in Utilities Services of South

Carolina, Inc. v. South Carolina Office of Regulatory Staff, 392 S.C. 96, 708 S.E.2d 755

(S.C. 2011), reversed this Commission's denial of a rate increase where the utility had

presented verified evidence of its expenditures. Quality of service is certainly a

component which may be considered by the Commission in determining a just and

reasonable rate of return, but concerns about quality of service, standing alone, are

insufficient in this case to justify a complete denial of rate relief where there have been

verified expenditures.

As more fully detailed herein, the Commission reluctantly grants to TCWS some

rate relief in this case. It should be noted, however, that the additional revenue granted to

the Company in this order is $304,564 less than the figure initially requested in the

Company's original application. We believe that this amount of rate relief, which we

adopt from the proposed order of the ORS, is compelled by binding case law and must

not be seen as an expression of satisfaction with the service provided by the Company.

Indeed, the reduced rate relief granted to the Company, relative to the relief sought, is a

reflection of the Commission's concerns with regard to customer service after hearing

public testimony at the night hearing in Tega Cay and at the merits hearing in Columbia.

The customer testimony in this case makes clear to the Commission that

additional monitoring of the situation is necessary. The Commission therefore requests

that the ORS conduct such inspections, audits, and examinations necessary to ensure that

TCWS takes all measures needed to continue improvements in facilities, infrastructure,
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andcustomerservicefor a nine-monthperiod from the dateof the meritshearing,and

that the ORSprovide the Commissionwith a written report of its findings. This report

shallinclude arecommendationasto whetherthe ORSbelievesthat ahearingshouldbe

convenedto receivefurthertestimonyandevidencefrom publicwitnesses,theORS,and

the Company. After reviewing the ORS's report, the Commissionwill determine

whethera hearingshouldbeheld, either at the Commission'soffices in Columbiaor in

theservicearea.

FINDINGS OF FACT AND CONCLUSIONS OF LAW

After thorough consideration of the entire record in the TCWS hearing, including

the previously cited testimony and exhibits and the applicable law, the Commission

hereby makes the following findings of fact and conclusions of law:

1. TCWS is a corporation organized and existing under the laws of the State

of South Carolina and authorized to do business in South Carolina.

2. TCWS is a public utility as defined by S.C. Code Ann. § 58-5-10(3)

(Supp. 2012) and provides water and sewer service to the public for compensation in

certain areas of Tega Cay, which is located in York County, South Carolina and is subject

to the jurisdiction of this Commission.

3. TCWS's current rates and charges for both water and sewer services were

approved by the Commission in Order No. 2010-557 in Docket No. 2009-473-WS.

4. The appropriate test year period for purposes of this proceeding is the

twelve month period ending December 31, 2011. The test year is contained in the

Application of TCWS as well as the testimony and exhibits of the parties' witnesses in
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this case. Theestablishmentof a test yearis a fundamentalprinciple of theratemaking

process. Heater of Seabrook v. S.C. Pub. Serv. Comm'n, 324 S.C. 56, 478 S.E. 2d 826

(1996). The establishment of a test year is used to calculate what a utility's expenses and

revenues are for the purposes of determining the reasonableness of a rate. The test year is

established to provide a basis for making the most accurate forecast of the utility's rate

base, revenues, and expenses in the near future when the prescribed rates are in effect.

Porter v. S.C. Pub. Serv. Comm'n, 328 S.C. 222, 493 S.E.2d 92 (1997). It also provides

the Commission with a basis for estimating future revenue requirements. In the present

case, the Commission has concluded that the appropriate test year to use is the twelve-

month period ending December 31,2011. No party contested the use of this test year as

proposed by TCWS in its Application.

5. In accordance with the Application filed in this case, the Commission will

use the rate of return on rate base methodology in determining the reasonableness of

TCWS's proposed rates. The Public Service Commission has wide latitude in

determining an appropriate rate-setting methodology. Heater of Seabrook,_324 S.C. at

64, 478 S.E.2d at 830. Here, the Applicant has submitted evidence of plant investment,

and ORS has conducted its analysis and based its recommendations on a rate of return

methodology. No party has raised any objection to the use of the return on rate base

methodology in this proceeding.

6. By its Application, TCWS requested an increase in rates and charges of

$665,518 for its combined operations to produce net operating income of $413,093 after

the proposed increase (Schedule B of Exhibit B to Application). By the use of
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accounting and pro forma adjustments, ORS computed TCWS's proposed increase to be

$685,126, and Net Income for Return after the requested increase to be $522,642 (total

operating revenues of $1,929,971, less operating expenses of $1,408,603, plus customer

growth of $1,274). Both TCWS and ORS calculations of the amount of the proposed

increase were based on the Proposed Schedule of Rates and Charges contained in Exhibit

A to the Company's Application.

7. Total operating revenues for combined operations for TCWS for the test

year per the Company's Application, were reported as $1,259,289, as adjusted. ORS

calculated TCWS's test year service revenue for water operations, as adjusted, of

$402,559, and wastewater operations, as adjusted, of $818,385. Total operating revenues

were calculated by ORS for the test year, as adjusted, at $1,244,845. See Exhibit CLS-1.

We accept ORS's calculation of TCWS's test year total operating revenues for combined

operations, after accounting and pro forma adjustments, as $1,244,845, At TCWS's

proposed rates, combined operations service revenues, as adjusted, were calculated by

ORS to total $1,906,236 (water service revenues of $540,375 plus sewer service revenues

of $1,365,861). ORS used consumption data provided by TCWS that was verified during

ORS's examination as a basis for its revenue calculations. We find the method of such

calculations to be reasonable and fair and therefore accept the above stated total operating

revenues for the test year, as adjusted per ORS, to be $1,244,845.

8. The Returns on Rate Base for TCWS during the test year were calculated

by ORS Witness Seale, after recommended accounting and pro forma adjustments, to be

2.46% for the test year and 12.56% after calculating the Company's proposed increase
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(Surrebuttal Exhibit CLS-1). We approve ORS's adjustments and find that TCWS's

return on rate base, per its Application, to be 2.46% for the test year ended December 31,

2011.

9. The Commission finds that the conclusions and their bases for establishing

an appropriate range for a rate of return on equity for TCWS contained in the testimony

of ORS witness Dr. Douglas Carlisle are reasonable. We believe that Dr. Carlisle's use

of historical data with analysts' estimates provides a reliable estimate of future earnings

and returns. Dr. Carlisle concluded that 8.48% was a reasonable low point and that the

top end of his range should be no more than 9.98%. The Commission also considered

both the public witness testimony regarding quality of service and Dr. Carlisle's

testimony concerning the Company's high cost of debt in determining a just and

reasonable return on equity for TCWS under the current Application. We hereby adopt a

rate of return on equity of 9.00%. The resulting overall rate of return on rate base is

7.78%.

10. The Commission finds that the combined operating expenses for TCWS

for the test year under present rates and after the appropriate accounting and pro forma

adjustments are $1,142,583. ORS Witness Seale offered testimony and exhibits detailing

the ORS accounting and pro forma adjustments. The revenue impact analysis was

performed by ORS and testified to by ORS Witness Morgan and was adopted by Witness

Seale in her calculations. Details of the revenue calculations are shown on Exhibit WJM-3.

By motion of the Company, we requested ORS to review updated rate case expenses

incurred by the Company through the hearing in this case. ORS did not propose or
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recommendthat the Commissionacceptany additional rate caseexpenses,and we

thereforeadoptednone.

11. ORS Witness Scale's testimony referred to her Exhibit CLS-4 -

"Explanationof Accountingand Pro FormaAdjustments." Ms. SealeandMr. Morgan

explainedin detailtheforty-five (45)adjustmentsproposedby ORS.

12. TheCommissionfinds theaccountingandpro formaadjustmentsproposed

by ORSwitnessesSealeandMorgan,assetforth in eachwitness'sdirectandsurrebuttal

testimonies,areappropriatefor ratemakingpurposes.

13. The Commission finds that Ms. Scale's Exhibit CLS-5 shows the

appropriatedepreciationandamortizationexpensesfor ratemakingpurposesof $264,630

and ($130,473),respectively, Exhibit CLS-6 showsthe accuratecomputationof the

incometax adjustment.ORSproposedadjustments1through4, 6, 7, 8, 10through17,20

through24,26,29, 34, 37and38wereacceptedby TCWSthroughtherebuttaltestimony

of WitnessMarkwell. WitnessMarkwell notedthat ORSadjustments27, 28, 30 through

32,36, and40 through45arefall out items. WitnessMarkwell did takeexceptionin her

rebuttaltestimonyto theremainingadjustments.Ms.Markwell's testimonywassupported,

in part,by Mr. Flynn.

14. As to Ms. Seale'sAdjustment5 containedin CLS-4 of Exhibit 22, the

PurchasedWaterAdjustment,weagreewith ORSthatthereshouldbenoadjustmentin the

amountof $2,508,asproposedby theCompany.This is consistentwith ourprior finding

in OrderNo. 2010-557andthepositionof ORSin DocketNo. 2009-473-WS.As testified

to by all partiesin this case,TCWSpurchasesall of its water from York County. TCWS
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paysYork Countyonamonthlybasisfor theaggregatevolumeof waterusedby customers

as measuredby the water meterslocatedat eachcustomer'spremisesand reportedby

TCWSto York County. Tr. Pg.812-813(MorganSurrebuttal,pg.7, line 18throughpg. 8,

line 5). As this $2,508hasbeenrecoveredby TCWS from its ratepayers,the Company

shouldnot bepermittedto retainthis over-collection.If, asTCWSclaims,this difference

is due to a "timing issue" then the funds shouldbe retainedby the Companyin the

purchasedwateraccountfor paymentto York County whenthe alleged"timing issue"

differencecomesdue. As theCompany'sown witnessMs. Markwell testified:"for every

dollar chargedto us by the purchasedwaterprovider, a dollar is passedthroughto the

ratepayer.This practiceshouldresult in a zerobalancein purchasedwaterat yearend."

Tr. 478,Lines24-26. This beingthe case,it wouldbe improperto allow TCWSto make

anadjustmentto retain the $2,508,which it hascollectedfrom its ratepayersbut not yet

remittedto thebulk waterprovider.

15. We alsoconcurwith ORS' Adjustment19containedin Ms. Scale'sExhibit

CLS-4 (Hearing Exhibit 22) concerningthe Company's"PerformanceBasedPension

ContributionProgram."As discussedin CompanyWitnessMarkwell's rebuttaltestimony,

thisperformancebasedpensioncontributionprogramis discretionaryand,if awarded,must

bemadeto all employeesof theparentcompany,Utilities, Inc. Any paymentsto bemade

under the program are not basedon individual performancebut rather on the parent

companyattaining certain unspecifiedgoals. As paymentsto employeesunder the

PerformanceBasedProgram,unlike thoseprovidedfor underits 401(k) plan,aremadeat

the discretionof TCWS' parentcompany,the amountrequestedby the Companyis not
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known andmeasurableandwould thereforebe improperto includein theratesof TCWS

customers.

16. We furtherconcurwith ORS' disallowance of the Company's request to

include costs for the establishment of a "Leak Mitigation Program." In its Application, the

Company had initially requested to include an additional $28,000 in rates. In Company

Witness Flyrm's rebuttal testimony, this request was reduced to $10,000. Tr. 545, Line 13

through 546, Line 16. ORS opposed the establishment of the leak mitigation program on

the basis that the Company failed to establish the need for this program, failed to describe

how the program would be administered or managed, and failed to establish that the

amount requested to fund the program is known or measurable. We find that the Company

has failed to carry its burden of proof to evidence the need for this program. TCWS failed

to prove that it has incurred any definitive costs or any basis for the amount which it is

requesting to collect from ratepayers to establish this account. We therefore accept the

ORS recommendation and exclude any expenses for a leak mitigation program.

17. ORS also proposed to exclude $74,959 in WK Dickson invoices, Hearing

Exhibit 25 (WJM-1, pages 352-360), which were identified by invoice as engineering costs

associated with compiling information required by South Carolina Department of Health

and Environmental Control (DHEC) for a Corrective Action Plan. The Corrective Action

Plan is a DHEC penalty for non-compliance which was incurred by TCWS, in addition to a

$60,000 monetary fine, for its failure to maintain its wastewater system in accordance with

DHEC standards or mitigate Sanitary Sewer Overflows in a timely manner. ORS properly

allowed TCWS certain engineering costs related to actually making improvements to the
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systemrequiredundertheCorrectiveActionPlan. We find that engineeringcostsincurred

by TCWS to simply compileinformationrequiredby the DHEC CorrectiveAction Plan

wouldnot havebeenincurredby the Companybut for its failureto complywith DHEC

regulations,assumethe form of a penaltyand are thereforeproperlyexcludedfrom the

Company'sallowablecosts.

18. We find that ORS alsoproperlyexcludedinvoice 7703for vendorTNT,

Inc. for $27,725.As testifiedto by ORSWitnessMorgan,this invoicefailedto identifythe

specific locationor type of serviceprovided by TNT. Tr. Page 810 and Exhibit 25

(MorganSurrebuttal,pg.5, line 19-22andExhibit WJM-1,page361). Mr. Morganfurther

testifiedat thehearingthat ORSnotified TCWS of its questionsandconcernsregarding

this invoicein earlyNovember,but thatthe Companyprovidedno additionalinformation

or documentationto establishthatthesecostswereindeedincurredby TCWS,asopposed

to oneof its sistercompaniesin SouthCarolina,or to establishthatthe servicesprovided

by TNT were usedand usefulto provideserviceto TCWS customers. Tr. Page849.

AlthoughMr. Flynn testifiedat the hearingthat thesecostswereincurredby TCWS,we

concurwith ORSthat theCompanyhasfailedto carryits burdenof proof in establishing

throughany documentaryevidencethat the cost in questionwas incurredby TCWS to

provideserviceto its customers.Thiscostis thereforeproperlyexcluded.

19. TheCommissionfindsthatby acceptingall theadjustmentsasproposedby

witnessesSealeandMorgan,the Company'scurrentreturnon ratebaseis 2.46%andits

currentoperatingmargin is -2.82%underTCWS'spresentlyapprovedratesandcharges.

Therefore,the Commissionfinds that an adjustmentof TCWS's rates and chargesis
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warranted.An increasein ratesandchargesappearsjustified for the Companyto provide

its residentialand commercialcustomerswith safeand adequatewater and wastewater

services.

20. Whenappliedto theasadjustedtestyearoperations,theratesrequestedin

the Company'sApplicationresultedin areturnon ratebaseof 12.56%and anoperating

marginof 19.95%.

21. The Commissionfinds that, based on the testimonyof ORS Witness

Carlisle,andcustomertestimonyregardingqualityof service,areturnonequityof 9.00%

is a reasonablereturn for TCWS;andthe Commissionfinds that anoperatingmarginof

11.60%wouldprovideareasonablerateof returnto theCompany.

22. In orderfor TCWS to havetheopportunityto achieveareturnonequityof

9.00%,thenet incomerequirementfor TCWS,usingthe adjustedoperatingrevenuesand

operatingexpensesapprovedherein,is $323,873.Thiswill effectivelyyield anoperating

marginfor theCompanyof 11.60%.

23. In order for TCWS to havethe opportunity to earnthe hereinapproved

returnon equity of 9.00%,TCWS mustbe allowedadditionalannualwater serviceand

sewerrevenuesof $361,042.

24. To achieve additional annual water and sewer service revenuesof

$361,042andtotal additionaloperatingrevenuesof $360,954,the ratesand feesasset

forth in AppendixA attachedheretoareapprovedandfoundto bejust andreasonable.

25. The appropriateoperating margin for TCWS basedupon the herein

approvedadjustmentsandratesis 11.60%.
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IT IS THEREFOREORDEREDTHAT:

1. TCWS is entitled to rate relief on the basisof its currentreturnon rate

baseof 2.46%andoperatingmarginof-2.82%.

2. TCWS shall be entitledto chargeratesand feesappropriateto obtaina

ReturnonEquityof 9.00%in orderto obtainanoperatingmarginof 11.60%.

3. Theratesandschedulesin AppendixA attachedheretoareherebyadopted

by the Commissionandareherebyapprovedfor servicerenderedon or afterthe dateof

this Order. Further, the schedulesshall be deemedto be filed with the Commission

pursuantto S.C.CodeAnn. § 58-5-240(Supp.2012).

4. Shouldthe schedulesapprovedhereinandattachedheretoasAppendixA

not beplacedin effect within three(3) monthsfrom the effectivedateof this Order,the

schedulesshallnotbechargedwithout writtenpermissionfrom theCommission.

5. TCWS shall file aperformancebondin the amountof $350,000for water

and$350,000for sewerservicesby July 1,2013.

6. TCWS shallhavetheutility's nameand/orstreetaddressincludedoneach

invoiceusedfor ratemakingpurposesbeginningonJuly 1,2013. Otherwise,the invoice

shallnotbeconsideredanacceptableexpenditure.

7. TCWS shall properly record assetsand the dispositionof thoseassets,

includingtheir retirement,in its booksandrecords.

8. The Commissionrequeststhat the ORSconductsuchinspections,audits,

andexaminationsnecessaryto ensurethat TCWS takesall measuresneededto continue

improvementsin facilities, infrastructure,and customerservice,and that the ORS,no
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later than November 9, 2013, provide the Commissionwith a written report of its

findingsduring thenine-monthmonitoringperiodfrom January9, 2013throughOctober

9, 2013. This report shall include, pursuant to PSC Regulation 103-858(A), a

recommendationasto whetherthe ORSbelievesthat ahearingshouldbeheldto receive

testimonyandevidencefrom public witnesses,the ORS,andthe Company. Thereafter,

the Commission will determine whether a hearing should be held, either at the

Commission'soffices in Columbiaor in theservicearea.

9. This Ordershall remainin full force andeffectuntil furtherOrderof the

Commission.

BY ORDEROFTHE COMMISSION:

ATTEST:

RandyM_chell[ ViceChail_an
(SEAL)
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Rates
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Order No. 2013-___
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I. WATER

CHARGE FOR WATER DISTRIBUTION ONLY

Where water is purchased from a government body or agency or other entity for distribution
by the Company, the following rates apply:

Residential

Basic Facilities Charge per single family

house, condominium, mobile home or

apartment unit: $11.81 per unit*

Commodity charge: $2.71 per 1,000
gallons or 134 eft

*Residential customers with meters of 1" or larger
will be charged commercial rate

Commercial

Basic Facilities Charge

$11.81 per single

family equivalent

(SFE)

Commodity charge: $2.71 per 1,000

gallons or 134 eft

The Utility will also charge for the cost of water purchased from the government body or

agency, or other entity. The charges imposed or charged by the government body or agency,

or other entity providing the water supply will be charged to the Utility's affected customers

on a pro rata basis without markup. Where the Utility is required by regulatory authority

with jurisdiction over the Utility to interconnect to the water supply system of a government

body or agency or other entity and tap/connection/impact fees are imposed by that

entity, such tap/connection/impact fees will also be charged to the Utility's affected

customers on a pro rata basis, without markup.

Page 1 of 7
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2_

34

I. WATER (continued)

Commercial customers are those not included in the residential category above and include,

but are not limited to hotels, stores, restaurants, offices, industry, etc.

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit building,
consisting of four or more residential units, which is served by a master water meter or a

single water connection. However, in such cases all arrearages must be satisfied before

service will be provided to a new tenant or before interrupted service will be restored.

Failure of an owner to pay for services rendered to a tenant in these circumstances may

result in service interruptions.

When, because of the method of water line installation utilized by the developer or owner,

it is impractical to meter each unit separately, service will be provided through a single

meter, and consumption of all units will be averaged; a bill will be calculated based on that

average and the result multiplied by the number of units served by a single meter.

Nonrecurring Charges

Tap Fees $600 per SFE*

Account Set-Up and Reconnection Charges

a. Customer Account Charge - for new customers only
$30.00

b° Reconnection Charges: $40.00

In addition to any other charges that may be due, a reconnection fee of Forty dollars

($40.00) shall be due prior to the Utility reconnecting service which has been

disconnected for any reason set forth in Commission Rule R.103-732.5. Customers

who ask to be reconnected within nine months of disconnection will be charged the

monthly base facility charge for the service period they were disconnected. The

reconnection fee shall also be due prior to reconnection if water service has been

disconnected at the request of the customer.

Other Services

Fire Hydrant - $135.00 per hydrant

per year for water service payable in advance. Any water used should be metered and the

commodity charge in Section One (1) above will apply to such usage.

Page 2 of 7
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.

I. WATER (continued)

Billing Cycle / Late Payment

Recurring charges will be billed monthly in an-ears. Nonrecurring charges will be billed

and collected in advance of service being provided. Any balance unpaid within twenty-five

(25) days of the billing date shall be assessed a late payment charge of one and one-half

(1.5%) percent for each month or any party of a month that said payment remains unpaid.

Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service lines or mains

in order to permit any customer to connect to its water system. However, anyone or any

entity which is willing to pay all costs associated with extending an appropriately sized and

constructed main or utility service line from his/her/its premises to any appropriate

connection point, to pay the appropriate fees and charges set forth in this rate schedule, and

comply with the guidelines and standards hereof, shall not be denied service, unless water

supply is unavailable or unless the South Carolina Department of Health and

Environmental Control or other government entity has restricted the Utility from adding for

any reason additional customers to the serving water system. In no event will the Utility be

required to construct additional water supply capacity to serve any customer or entity

without an agreement acceptable to the Utility first having been reached for the payment of

all costs associated with adding water supply capacity to the affected water system.

Cross Connection Inspection Fee

Any customer installing, permitting to be installed, or maintaining any cross connection

between the Utility's water system and any other non-public water system, sewer or a line

from any container of liquids or other substances, must install an approved back-flow

prevention device in accordance with 24A S.C. Code Ann. Regs, R.61-58.7.F, as may be

amended from time to time. Such a customer shall annually have such cross connection

inspected by a licensed certified tester and provide to Utility a copy of a written inspection

report and testing results submitted by the certified tester in accordance with 24A S.C.

Code Ann. Regs. R.61-58.7.F, as may be amended from time to time. Said report and

results must be provided by the customer to the Utility no later than June 30 th of each year.

If a customer fails to comply with the requirement to perform annual inspections, the utility

may, after 30 days' written notice, disconnect water service. The Utility will provide

customers a 30-day advance written notice of the recurring annual date when the customer

must have their backflow prevention device tested by a licensed, certified tester.

Page 3 of 7
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I. WATER (continued)

Electronic Billing and Electronic Payment

If requested by the customer in writing and within the capability of the Utility, the Utility

may, in lieu of mailing a paper copy, provide an electronic bill to the customer on the

Utility's website. The electronic bill shall contain the same content and be presented in the

same or a similar format as a bill delivered to the customer pursuant to Commission Rule

R. 103-732.2 as may be amended from time to time. The Utility will provide customers a

monthly electronic notice via email of the bill statement availability and the web address of

its location to those customers selecting to receive bills electronically.

* A Single Family Equivalent (SFE) shall be determined by using the South Carolina

Department of Health and Environmental Control Guidelines for Unit Contributory

Loadings for Domestic Wastewater Treatment Facilities -- 25 S.C. Code Ann. Regs. 61-67
Appendix A, as may be amended from time to time. Where applicable, such guidelines

shall be used for determination of the appropriate monthly service and tap fee.

Page 4 of 7



TEGACAY WATER SERVICE, Inc.
Docket No. 2012-177-WS

Rates
APPENDIX A

Order No. 2013-/1 Q

February j__ 2013

II. SEWER

.

2_

Monthly Charges

Residential - charge per single-family

house, condominium, villa, mobile home

or apartment unit: $49.95 per unit

Commercial: $49.95 per SFE*

Commercial customers are those not included in the residential category above and include,

but are not limited to, hotels, stores, restaurants, offices, industry, etc.

The Utility will also charge for treatment services provided by the government body or

agency, or other entity. The rates imposed or charged by the government body or agency,

or other, entity providing treatment will be charged to the Utility's affected customers on a

pro rata basis, without markup. Where the Utility is required under the terms of a 201/208

Plan, or by other regulatory authority with jurisdiction over the Utility, to interconnect to

the sewage treatment system of a government body or agency or other entity and

tap/connection/impact fees are imposed by that entity, such tap/connection/impact fees will

be charged to the Utility's affected customers on a pro rata basis, without markup.

The Utility will, for the convenience of the owner, bill a tenant in a multi-unit building,

consisting of four or more residential units, which is served by a master sewer connection

or a single sewer connection. However, in such cases all arrearages must be satisfied before

service will be provided to a new tenant or before interrupted service will be restored.

Failure of an owner to pay for services rendered to a tenant in these circumstances may
result in service interruptions.

Nonrecurring Charges

Tap Fees (which includes sewer

service connection charges and

capacity charges)

$1,200.00 per SFE*

The nonrecurring charges listed above are minimum charges and apply even if the

equivalency rating of a non residential customer is less than one (1). If the equivalency

rating of a non residential customer is greater than one (1), then the proper charge may be

obtained by multiplying the equivalency rating by the appropriate fee. These charges apply
and are due at the time new service is applied for, or at the time connection to the sewer

system is requested.

Page 5 of 7
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13.

.

Notification, Account Set-Up and Reconnection Charges

a. Notification Fee $15.00

A fee of fifteen ($15.00) dollars shall be charged each customer to whom the Utility

mails the notice as required by Commission Rule R. 103-535.1 prior to service

being discontinued. This fee assesses a portion of the clerical and mailing costs of

such notices to the customers creating the cost.

b. Customer Account Charge -

for new customers only.

$25.00

A fee of twenty-five ($25.00) dollars shall be charged as a one-time fee to defray

the costs of initiating service. This charge will be waived if the customer is also a
water customer.

C. Reconnection Charges: $250.00

In addition to any other charges that may be due, a reconnection fee of two hundred

fifty ($250.00) dollars shall be due prior to the Utility reconnecting service which
has been disconnected for any reason set forth in Commission Rule R. 103-532.4.

Billing Cycle

Recurring charges will be billed monthly, in arrears. Nonrecurring charges will be billed

and collected in advance of service being provided.

Extension of Utility Service Lines and Mains

The Utility shall have no obligation at its expense to extend its utility service lines or mains

in order to permit any customer to discharge acceptable wastewater into one of its sewer

systems. However, anyone or any entity which is willing to pay all costs associated with

extending an appropriately sized and constructed main or utility service line from

his/her/its premises to an appropriate connection point, to pay the appropriate fees and

charges set forth in this rate schedule and to comply with the guidelines and standards

hereof, shall not be denied service, unless treatment capacity is unavailable or unless the

South Carolina Department of Health and Environmental Control or other government
entity has restricted the Utility from adding for any reason additional customers to the

serving sewer system. In no event will the Utility be required to construct additional

wastewater treatment capacity to serve any customer or entity without an agreement

acceptable to the Utility first having been reached for the payment of all costs associated

with adding wastewater treatment capacity to the affected sewer system.
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7_

Toxic and Pretreatment Effluent Guidelines

The Utility will not accept or treat any substance or material that has been defined by the

United States Environmental Protection Agency ("EPA") or the South Carolina Department

of Health Environmental Control ("DHEC") as a toxic pollutant, hazardous waste, or

hazardous substance, including pollutants falling within the provisions of 40 CFR 129.4

and 401.15. Additionally, pollutants or pollutant properties subject to 40 CFR 403.5 and

403.6 are to be processed according to the pretreatment standards applicable to such

pollutants or pollutant properties, and such standards constitute the Utility's minimum

pretreatment standards. Any person or entity introducing any such prohibited or untreated

materials into the Company's sewer system may have service interrupted without notice

until such discharges cease, and shall be liable to the Utility for all damages and costs,

including reasonable attorney's fees, incurred by the Utility as a result thereof.

Electronic Billing and Electronic Payment

If requested by the customer in writing and within the capability of the Utility, the Utility
may, in lieu of mailing a paper copy, provide an electronic bill to the customer on the

Utility's website. The electronic bill shall contain the same content and be presented in the

same or a similar format as a bill delivered to the customer pursuant to Commission Rule

R. 103-532.1 as may be amended from time to time. The Utility will provide customers a

monthly electronic notice via email of the bill statement availability and the web address of

its location to those customers selecting to receive bills electronically.

* A Single Family Equivalent (SFE) shall be determined by using the South Carolina

Department of Health and Environmental Control Guidelines for Unit Contributory

Loading for Domestic Wastewater Treatment Facilities --25 S.C. Code Ann. Regs. 61-67

Appendix A, as may be amended from time to time. Where applicable, such guidelines

shall be used for determination of the appropriate monthly service and tap fee.

Page 7 of 7


